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BEFORE THE ARIZO ION COM 

COMMISSIONERS 

GARY PIERCE, Chairman 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BOB STUMP 
BRENDA BURNS 

IN THE MATTER OF THE APPLICATION OF 

AN ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT FAIR 
VALUE OF ITS UTILITY PLANT AND 
PROPERTY AND FOR INCREASES IN ITS 
RATES AND CHARGES BASED THEREON 
FOR UTILITY SERVICE ITS ANTHEM WATER 
DISTRICT AND ITS SUN CITY WATER 
DISTRICT, AND POSSIBLE RATE 
CONSOLIDATION FOR ALL OF ARIZONA 
AMERICAN WATER COMPANY’ S 
DISTRICTS. 

ARIZONA-AMERICAN WATER COMPANY, 

IN THE MATTER OF THE APPLICATION OF 

AN ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT FAIR 
VALUE OF ITS UTILITY PLANT AND 
PROPERTY AND FOR INCREASES IN ITS 
RATES AND CHARGES BASED THEREON 
FOR UTILITY SERVICE BY ITS ANTHEM / 
AGUA FRIA WASTEWATER DISTRICT, SUN 
CITY WASTEWATER DISTRICT, AND SUN 
CITY WEST WASTEWATER DISTRICT. 

ARIZONA-AMERICAN WATER COMPANY, 

DOCKET NO. W-01303A-09-0343 

FEB - 7 2012 

DOCKET NO. SW-01303A-09-0343 

REPLY BRIEF 
EPCOR WATER (USA) 

EPCOR WATER (USA)’ (“EPCOR’) hereby submits its reply brief in the above- 

captioned case. 

I. REPLY TO CITY OF PHOENIX 

On January 6,201 1, the Commission issued Decision No, 72047 in this docket. Among 

other things, Decision No. 72047 approved new rates for EPCOR’s Anthem-Agua Fria 

’ On February 1,2012, Arizona-American Water Company was acquired by EPCOR Water (USA). 
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Wastewater District. Decision No. 72047 left this docket open to consider just one issue: 

whether to deconsolidate the Anthem-Aqua Fria Wastewater District into a separatc Anthem 

Wastewater District and a separate Agua Fria Wastewater District. Put another way, the 

purpose of this phase of the docket, is to consider the design and implementation of stand-alonc 

revenue requirements and rate designs for a separate Anthem Wastewatcr District and a separate 

Agua Fria Wastewater District. 

The City of Phoenix (“City”) has apparently overlooked the clear purpose ofthis docket 

and asks the Commission to leave this docket open for yet another phase -to rcexamine the 

Othcr Wholesalc User (“OWLl”) rate that the City pays EPCOK for wastewater treatment 

services it receives in Anthem. Because this docket was closed for all other purposes othcr than 

to evaluate dcconsolidation, the City’s request is obviously outsidc the scopc of thc limited issue 

left open by Ilccision No. 72047. Essentially, the City is improperly asking for a rehearing of 

Decision No. 72047. 

Further, the City has already asked for rehearing of Decision No. 72047. On June 23, 

20 1 1, the City docketed a filing titled “Motion to Intervene and Notice of Errors in Exhibit ‘A’ to 

Decision No. 72047” (“Motion”). The Motion made a further request as follows: 

Phoenix requests that the Commission set a limited rehearing [of Decision No. 720471 for 
the sole purpose to clarify pages ii, iv and vi to “Exhibit A” to set out a Wholesale 
Potable Water Rate of $2.32 per one thousand gallons delivered and a Wheeling Water 
Rate of $0.30 / Kgal delivered unless Arizona American can support a change in either 
rate by submitting an analysis to Phoenix of the actual costs paid or incurred by Arizona 
American with respect to providing the respective services under the Anthem Wholesale 
WatedWastewater Service Agreement. 

Therefore, the City’s request is already before the Commission. There is no reason to burden 

this phase of EPCOR’s rate case with a redundant request. 

The rate case data is also too stale to be evaluated in yet another phase of this case. This 

case is based on a 2008 test year. It is now 201 2, and every cost and revenue has most likely 

materially chizliged. To further re-examine this 2008 data in additional hearings would consume 
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most of 2012, with any rate change not likely until late 2012 or 2013. This is clearly too far 

beyond the end of thc test year to establish a new OWU rate. 

Decision No. 72047 ordered that this phase of the casc would be limited to rate-design 

issues, bascd on the revenuc requirement found in the Ikcision. IIowever, the City asks that the 

OWU rate be reduced without any consideration of offsetting changes to other customers’ rates. 

If granted, the result would be to establish ratcs which do not allow recovery of the authorized 

revenue rcquirement. This would be contrary to Dccision No. 72047 and would result in ratcs no 

longer just and rcasonable as rcquired by Article 15 6 3 of the Arizona <’onstitution. 

The City complains that EPCOR struck large portions of Ms. Murrey’s pre-filed 

testimony “without previous notice to the parties.”* The City is estopped from making this 

complaint. It was at the hearing and did not object to striking the testimony. 

11. REPLY TO RUCO 

Two RUCO statements require clarification. First RUCO states: “The deconsolidated 

figures presented in the Company’s Compliance Application reveal that Anthem ratepayers have 

been subsidizing Agua Fria customers under the existing consolidated a~~angement .”~ This 

statement is true only since January 1,201 1, when new rates became effective. 

First, based on 2008 test-year data, the Commission, in Decision No. 72047, approved a 

rate increase effective January 1,201 1. As displayed in the deconsolidation compliance 

application filed on April 1,201 1, both districts required a rate increase from prior existing rates. 

Therefore, Anthem could not have been subsidizing Agua Fria (at least for the period 2008 to 

201 1) because its rates previous to 201 1 were inadequate to recover its own cost of service. 

Thus, RUCO’s statement is only accurate as to the 201 1 to-date period. Also, there is no 

evidence from years prior to 2008 that supports the view that Anthem ratepayers have been 

subsidizing Agua Fria customers or a contrary view that Agua Fria customers have been 

subsidizing Anthem customers. 

City of Phoenix Brief at 2: 19-2 1. 
RUCO Brief at 3:lO-12. 
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Second, RUCO erroneously states that “there is no evidence in the record to explain why 

the two wastewater systems were consolidated in the first place.”4 This is incorrect. Ms. Murrey 

filed three-and-one-half pages of testimony concerning why the systems were c~nsolidated.~ 

111. REPLY TO RUSSELL RANCH 

Russell Ranch claims that EPCOR violated Commission orders by comingling hook-up 

fees from Russell Ranch and Verrado.6 This is incorrect. Mr. Broderick explained that all hook- 

up fees received were immediately applied to plant.7 There were no remaining funds to deposit 

into separate interest-bearing accounts. 

Russell Ranch also believes that EPCOR should have a separate Russell Ranch business 

unit.’ This is obviously well outside the scope of this hearing. Further, there is no business 

reason to maintain a separate business unit for separately tracking expenses and revenues for 

such a small grouping, Mr. Broderick explained: “There would be no reason for us to spend our 

customers’ money to have costs at that detail.’ 

IV. CONCLUSION 

Again, EPCOR takes no position in this compliance application concerning whether the 

Commission should deconsolidate the Anthem-Agua Fria Wastewater District. For the reasons 

stated above, EPCOR does oppose expanding the scope of this case to address the issues raised 

by the City of Phoenix and Russell Ranch. This docket should be permanently closed following 

the decision of the Commission regarding whether to deconsolidate the Anthem-Agua Fria 

Wastewater District. 

Id. at 4:l-2. 
Direct Testimony of Sandra L. Murrey dated April 1, 201 1, at 3:16 - 6:24. This testimony was admitted into 

Russell Ranch Brief at 8. 
Tr. 220:14-21,223:23 - 224125 ’ Russell Ranch Brief at 9. 
Tr. at 213:21-23. 

evidence as Exhibit A-1 , 
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Respectfully submitted on February 7,20 12, by: 

Craig A. Marks, PLC 
10645 N. Tatum Blvd. 
Suite 200-676 
Phoenix, AZ 85028 

Crairz.Marks@,azbar.org 
Attorney for EPCOR Water (USA) 

(480) 367-1 956 

Original and 13 copies filed 
on February 7,2012, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Copies of the foregoing mailed 
on February 7,2012, to: 

Maureen ScottIRobin Mitchell 
Legal Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 

Greg Patterson 
Water Utility Association of Arizona 
916 W. Adams, Suite 3 
Phoenix, AZ 85007 

Joan S. Burke 
Law Office of Joan S. Burke 
1650 N. First Avenue 
Phoenix, AZ 85003 

Norman D. James 
Fennemore Craig, P.C. 
3003 North Central Avenue, Suite 2600 
Phoenix, Arizona 850 12 

Lawrence V. Robertson, Jr. 
P.O. Box 1448 
Tubac, AZ 85646-1448 

Troy B. Stratman, Esq. 
Mack Drucker & Watson, P.L.C 
3200 North Central Avenue, Suite 1200 
Phoenix, Arizona 85012 

Daniel W. Pozefsky, Chief Counsel 
Residential Utility Consumer Office 
11 10 West Washington, Suite 220 
Phoenix, Arizona 85007 

Jay Shapiro/Patrick Black 
Fennemore Craig, P.C. 
3003 North Central Avenue, Suite 2600 
Phoenix, Arizona 850 12 
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Frederick G. Botha 
23024 N. Giovota Drive 
Sun City West, AZ 85375 

Gary Verburg, City Attorney 
Daniel L. Brown, Assistant City Attorney 
Office Of The City Attorney 
200 W. Washington, Suite 1300 
Phoenix, AZ 85003 

Larry Woods 
Property Owners and Residents Assoc. 
13 8 15 E. Camino Del Sol 
Sun City West, AZ 85375-4409 

W.R. Hansen 
12302 W. Swallow Drive 
Sun City West, AZ 85375 

Snell & Wilmer 
One Arizona Center 
400 E. Van Buren Street 
Phoenix, AZ 85004-2202 

Judith M. Dworkin 
Roxanne S. Gallagher 
Sacks Tierney PA 
4250 North Drinkwater Blvd., 4th Floor 
Scottsdale, AZ 8525 1-3693 

Michele L. Van Quathem 
Ryley Carlock & Applewhite 
One N. Central Ave., Suite 1200 
Phoenix, AZ 85012 

Philip H. Cook 
10 122 W. Signal Butte Circle 

I Sun City AZ 85373 

Pauline A. Harris Henry, President, Board of 
Directors 
Russell Ranch Homeowners' Association, Inc. 
2 1448 N. 75th Avenue, Suite 6 
Glendale, AZ 85308 

Sun City Grand Community Association 
Palm Center 
19726 N. Remington Drive 
Surprise, AZ 85374 

Desi Howe 
Anthem Golf and Country Club 
2708 W. Anthem Club Drive 
Anthem, AZ 85086 

Bradley J. HerremaRobert J. Saperstein 
Brownstein Hyatt Farber Schreck, LLP 
21 E, Carrillo St 
Santa Barbara, CA 83 101 

Andrew M. Miller 
Town Attorney 
Town of Paradise Valley 
6401 E. Lincoln Drive 
Paradise Valley, AZ 85253 
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